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THE AMERICAN PRESIDENT AND THE ECONOMIC CRISIS. 


Y the day of the President’s inauguration, on March 4th, 
the banking system in the United States had reached the 
final stages of a disorderly progress towards complete standstill, 

In this, Mr. Roosevelt was probably fortunate, in that he now has the 
opportunity, should he desire it, of rebuilding the structure of 
American banking from the ground level instead of from an upper 


storey. 

It is essential to realize that the troubles which culminated in 
collapse during the last weeks of February have been indigenous 
to the American banking system for some years ; banking failures 
have formed a perennial background to American finance. The 
system had begun to show abnormal weakness in the autumn of 1930, 
and continued to weaken during 1931.' In March of that year 
the phenomenon of domestic hoarding appeared on a large scale.* 
In 1932, however, conditions appeared to improve, hoarding almost 
ceased and mortality among banks was practically halved ; but in 
part the latter was probably due to the previous elimination of 
the weaker units and to the good offices of the Reconstruction 
Finance Corporation, founded in February, 1932 with the very 
object of bolstering up financial institutions that were sagging. 


The centre from which the contagion actually spread in February 
was Michigan, where the failure of the Union Guardian Trust 
Company of Detroit provoked a banking moratorium ; but without 
any doubt the epidemic was provoked mainly by the publicity, 
inspired not a little, it is said, by personal jealousies, given to the 
names of institutions which had borrowed heavily from the R.F.C., 
and to revelations, by the Senate Finance Committee, of 
incompetence and even of doubtful honesty in the past business of 
certain prominent financial Houses. Although the moratorium 
occasioned by the failure of the Union Guardian Trust on February 
14th had been raised in Michigan on the 23rd, the damage had 
already been done, and others of the Mississippi States began to 
be affected. 

Examination of the returns of the Federal Reserve System and 
the reporting New York banks during the next fortnight reveals 
the course which events were taking. In New York the call loan 
rate was raised from 1 to 4 per cent. and the rediscount rate from 
2} to 34 per cent. within three days (March tst-3rd). Within a 
week the note circulation rose by the enormous figure of §79 millions ; 
the gold reserve had declined by 226 millions and bills had been 





(1) There were 1,198 bank failures in 1930 and 2,022 in 1931 ; in 1932 the figure 
fell again to 1,163. 

(2) As a measure of this, one may mention that money in circulation increased 
during the nine months from March, 1931, by over 1,000 million dollars. The 
movement slowed down again in 1932. Between March, 1932, and February, 1933, 
the note issue increased by no more than 91 million dollars. 
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discounted, to the extent of 385 millions, for member banks, who had 
also drawn on their reserve balances to the extent of 233 millions. 
The New York member banks,‘ which by custom have come to act as 
reserve centres to ‘‘ correspondent” non-member banks in the 
interior, had suffered withdrawals of deposits of 444 millions, 
which they had been obliged to meet by sales of bills and securities 
and by loans from the Federal Reserve Bank. Everything pointed 
to an enormous internal drain of gold and currency and a complete 
lack of confidence in the solvency of banks. On March 4th the 













































financial paralysis of the country was made complete by the p 
proclamation of a banking holiday in New York. H 

In these circumstances, it is not surprising that President tc 
Roosevelt’s inaugural speech was the shortest on record; the th 
situation was one for action rather than oratory. Nevertheless, = 
he gave a short outline of his general policy. 18 

He called for the reorganization of American resources on a - 
new balance which would place agriculture and industry in their the 
proper relative positions. He would endeavour to assist the the 
readjustment by an effort to raise the prices of agricultural products. cin 
At the same time he would prevent the eviction of small farmers the 
by foreclosures on their mortgages. He would rationalize existing all 
systems of communication and public utilities on a planned basis. 

With regard to the financial situation, the first necessity was dd 
for a sound and adequate supply of currency. Increased national Thi 
supervision of banking would in future protect the public from the 
the speculations of unscrupulous bankers. on 

In international affairs, trade relations must necessarily be of 
secondary importance to a sound internal economy: nevertheless a. 
he intended that America should show herself a good neighbour 1S Te 
and should realise that she must give as well as take. ~ 

In bringing his policy into effect, President Roosevelt hoped expa 
that the existing legislative and executive framework would meet Unde 
the situation adequately. If, however, Congress failed to set the had . 
seal of its constitutional approval on his particular recommendations 1864 
with the necessary celerity, he would not hesitate to ask for wide Gover 
executive powers to do as he thought fit, such as he might well Feder 
receive in a state of emergency or war. ; Reser 

Action was soon forthcoming on the question of the banking J to be 
crisis. An old Act, passed in 1917 to “ regulate trade with the main | 
enemy,” enabled him to issue orders on the Sunday night (March 5th) J which 
following the inauguration, enforcing a compulsory banking holiday J ‘sue « 
throughout the United States from Monday to Thursday of the # Mndivic 
following week. In addition, the proclamation prohibited the loans 
withdrawal of deposits, the making of loans, the export of gold 7 

e 
media, 









(1) i.e. Banks that are members of the Federal Reserve System. 
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and dealing in foreign exchanges. The Secretary of the Treasury 
was, however, empowered to release any bank from the ban, to 
permit the receipt by banks of new deposits, which were to be 
segregated in separate accounts, and to arrange for the issue of 
clearing-house certificates. During the four days of the moratorium 
the Secretary of the Treasury did authorize a minimum of business 
to provide for the purchase of food and necessities. But the power 
to issue clearing-house certificates was never used, nor is it quite 
clear what purpose they were primarily intended to serve. In 
previous bank crises they had done valuable service ; the Clearing 
House Associations in the various cities had issued them as loans 
to their members for the daily settlement of inter-bank indebtedness, 
thus releasing for circulation the cash balances then customarily 
employed for this purpose ; they did not, in fact, in the crises of 
1893 and 1907, enter at all widely into circulation. Under modern 
conditions, member banks do their day-to-day clearing business by 
passing cheques drawn on their balances with the Federal Reserve : 
therefore, the issue of clearing-house script could not have served 
the same purpose as before ; it was probably intended for general 
circulation as inconvertible paper, bearing the joint guarantee of 
the clearing-house and banks in its district of issue. But though 
all preparations were made for its issue it was never called for. 


In any case, existing legislation, with very little alteration 
could be made to bring about a great expansion of the currency. 
This was the main object of the new Banking Act, evolved under 
the shelter of the four days moratorium and presented to Congress 
when it met on March gth for immediate enactment. 


The ordinary Federal Reserve issue of notes, for which backing 
is required to the extent of 40 per cent. in gold and 60 per cent. in 
eligible securities, was at this time probably capable of some expan- 
sion, possibly by as much as 2,000 million dollars. But a much larger 
expansion, under less rigorous reserve conditions, was open to use. 
Under the Federal Reserve Bank Act the Federal Reserve Banks 
had retained the old powers of the National Banks, under the 
1864 National Bank Act, to issue notes against deposits of U.S. 
Government bonds of certain classes; these notes are known as 
Federal Reserve Bank Notes, as distinct from the ordinary Federal 
Reserve Notes. As the Act stood, it was not of sufficient scope 
to be of value in the prevailing conditions. Therefore it was the 
main provision of the new Banking Act to extend the basis against 
which such Bank Notes could be issued. Actually, it legalized the 
Issue of this type of note, against any eligible assets of firms and 
individuals, against the promissory notes of banks, and in the form of 
loans to individuals and bodies, in return for deposits of United 
States Government Securities as collateral. An added advantage 
of the use of such notes, as opposed to other possible currency 
media, lies in their reserve requirements ; for they are subject to 


683 





6 


the regulations governing ordinary National Bank issues against 
United States bonds, against which the deposit of a 5 per cent. 
redemption fund in Washington is all that is required. 

Other provisions of the Banking Act gave the Executive consider- 
able powers for the control of internal gold stocks and for the 
prevention of hoarding. At the same time it assumed authority 
to control the conditions under which banks were to reopen and to 
be reorganized. In so doing, it has undertaken a moral guarantee 
of the soundness of all banks that it permits to reopen and has 
done immeasurable good in strengthening public confidence in banks 
that are sound. 

By making the currency capable of almost limitless expansion, 
the new Administration had achieved its first objective. The 
banks could now be reopened, with caution, in the knowledge that 
the incentive to the public to persist in withdrawing deposits had 
been removed. 

By the end of March, it was reported that 5,365 out of 6,700 
member banks and 8,475 out of 11,300 non-member banks were 
doing unrestricted business, and that many others had reopened 
under restrictions. The:return of gold and money from circulation 
has proceeded ever since, and the position is said to have returned 
to approximately the pre-crisis position in this respect ; the anti- 
hoarding campaign is, however, to persist in an effort to secure the 
return of hoards collected throughout the last two or three years.’ 
But it is doubtful whether many hundreds of banks can open their 
doors again, and the final balance sheet of the bank crisis is likely to 
show heavy losses for depositors and shareholders alike. 


One might have expected that the educational influence of a 
severe bank crisis would have brought home some of the fundamental 
weaknesses in the American system that have long been noticed by 
outside observers. It is true that a. Bank Reform Bill is now 
nearing completion: but it is suspected that it will bear a close 
resemblance to the Glass Bill rejected by the Hoover Administration 
and that, beyond the institution of a Depositors’ Guarantee Corpora- 
tion which will hold 1 per cent. ofthe deposits of national banks 
in addition to borrowing 2,000 million dollars from the market, 
the old remedies of increased penalties and inspections will again 
be resorted to. In the past such methods have, indeed, made bad 
banking more difficult, but they are said to have been equally 
effective in placing obstacles in the way of good banking. 

The very nature of the fundamental weaknesses of the Americai 
banking structure makes it a difficult problem to solve from the 
political point of view. Improved communications in the country 
districts have destroyed the business of the parochial bank ; the 





(1) Therefore the possession of more than $100 in gold still remains 4 penal 
offence. 
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development of State banking without the check of strict tradition 
or adequate control has led the National Bank system into relaxing 
its own regulations in order that its members may compete against 
the State institutions in such doubtful business as lending against 
real estate ; the interests of banks in the share-flotation activities 
of their affiliates has not been healthy ; above all, the great number 
of small and separate institutions has prevented the adequate 
spread of risks, and the most economical utilization of the best 
banking ability. 

The solution that has often been pointed to is branch banking 
after the English model. But the political colour of the present 
Congress is likely to defeat any wide measure of reform. Not 
only is the Democratic party traditionally the champion of State 
rights, which any wide measure of unification would of necessity 
violate, but the “ small-town” interests of its members are also 
likely to oppose reform. Even should these obstacles not prove 
insuperable, a greater barrier may be found in what appears to be 
a growing opinion in the country that the bank trouble is past and 
cured. So far, in fact, the new Administration has carried out 
salvage work without undertaking reconstruction, and as yet there 
are no indications that it intends to go further than this. 


The success which attended President Roosevelt’s efforts to 
restore normal conditions in the sphere of currency and banking 
enabled him to secure without difficulty the passage of further 
legislation which might, at another time, have provoked controversy. 
The first measure was the Economy Bill passed on March 16th, 
which will save in current expenditure possibly as many as 800 
million dollars, mainly at the expense of pensions to “ veterans.” 
The second measure, the now famous Beer Bill (March 2tst), has 
legalized the consumption of such beer as is calculated to be non- 
intoxicating ; should consumption reach the expected levels this 
may bring in an additional 150 million dollars in revenue. 


Of more importance than these two measures was the introduction 
of the Farm Relief Bill on March 16th. The passage of this Bill 
through the two Houses of Congress is of particular interest. It may 
turn out to have marked an important turning point in American 
Internal politics. Congress, as elected in the autumn of 1932, 
showed marked inflationary tendencies ; but on assembling on March 
gth it was completely subservient to the will of the President. 
The Banking Act though inflationary in nature, was deflationary in 
effect: for the great expansion in the note issue was not designed 
to bring about an increase in purchasing power but to replace 
purchasing power that was rapidly being destroyed by the sterilisa- 
tion of bank depgsits, while the limited reopening of the banks 
has frozen and perhaps destroyed for ever a considerable volume 
of deposits, with obvious deflationary effect. It is now clear that 
such preliminaries as this and the Economy Bill were visualized 
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by the large inflationary section of Congress more in the light of 
clearing the decks for action. In introducing the Farm Relief 
Bill and other minor measures such as the enrolment of a civilian 
army for afforestation, and the appropriation of 500 million dollars 
for unemployment relief, President Roosevelt may be said to have 
embarked on the inflationary programme which he himself favours, 
Of greater significance is the treatment of the Farm Relief Bil] 
in the Senate after passing the House of Representatives. The 
inflationary sections appear to have taken the bit in their teeth 
and both Democratic and Republican leaders had some difficulty 
in controlling their followers : even in the House of Representatives 
the Democratic Party has refused to pledge itself to follow the 
President’s lead in dealing with inflationary legislation, and as a 
result the Bill, as finally passed on May 3rd, contains what has 
been called ‘ the inflationary amendment.” 


The Bill may be said to fulfil the promises of the President's 
inaugural address to readjust the balance between agriculture and 
industry: it was introduced in view of “ the national economic 
emergency in agriculture,” but with some diffidence owing to its 
experimental nature. It is to operate, as have many proposed 
measures before it, by means of securing a ‘‘ guaranteed price ”’ for 
agricultural products. The products covered are to include wheat, 
maize, rice, milk, hogs, cattle, sheep, tobacco and cotton; the 
price level which is aimed at is that existing between August 1909 
and July 1914. Unlike former measures; it does not rely upon 
the export market to absorb the surplus of production stimulated by 
the increased prices ; there is to be no surplus of production ; one 
of the main objects of the Bill is to take some of the existing farm 
land out of cultivation. In order to bring this about, the Secretary 
for Agriculture may tax the consumption of any of the products 
named in the Act, to an extent necessary to raise its price to the 
average level of 1909-14. Since agricultural prices in the main 
are standing at about 50 per cent. of the 1909-14 level this will 
involve the consumer in a tax equal to approximately 100 per cent. 
of the price of these products at the present time. From the proceeds 
of this tax, the Government will either lease land from the farmer 
and leave it uncultivated or will pay cash grants as compensation 
for restricted production. In addition, dealers in agricultural 
products will be licensed by the Secretary of Agriculture and wil 
remain under his orders. In general it must be acknowledged that 
these provisions are likely to create a large and powerful vested 
interest which may well make difficult the termination of what 's 
avowedly an emergency, and presumably a temporary, measure. 


In addition to these general provisions, the Smith cotton plan 
which had been vetoed by President Hoover is incorporated en bloc. 
Under this scheme the Secretary of Agriculture will borrow from 
the Reconstruction Finance Corporation and will purchase all the 
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cotton held by the Federal Farm Board and other Government 
bodies. Any cotton producer who will guarantee to reduce his 
output in 1933 to 66 per cent. of his output in 1932 and to leave 
idle the land released, will receive a free option to purchase at the 
present price as much cotton from the Secretary’s stock as he would 
otherwise have produced. Proof that production has been restricted 
will enable the producer to exercise his option or to instruct the 
Secretary to sell his share. Any profit accruing through a rise, 
in the meantime, in the price of cotton, will be handed to the 
producer ; any loss incurred through a price fall will apparently 
be borne by the Treasury. The Secretary must dispose of all his 
stocks by March Ist, 1935, and may sell unlimited quantities should 
the price rise above 10 cents. Whatever the merits of the other 
measures for raising the price of agricultural products at the expense 
of the consumer, it is difficult to see how anyone will benefit from this 
complicated scheme. The total amount of cotton coming on the 
market will not in any way be diminished ; while, owing to the short 
period over which he must dispose of his stocks, the Secretary of 
Agriculture, should the price show a tendency to rise, by coming 
on to the market as a heavy seller will effectively prevent any 
permanent improvement in prices. 


The second section of the Act, originally a separate measure, 
provides for the issue of Federal bonds to the amount of 2,000 million 
dollars to be given to holders of farm mortgages in exchange for 
their mortgage bonds, implying that the Federal Government will 
become the creditor of farmers to that amount. 


The third section is pure inflation, and the work of the inflationary 
section of the Senate ; it provides, in the first place, for nothing 
more nor less than the issue of 3,000 million dollars of Federal 
bonds, which the Federal Reserve Banks will immediately purchase. 
The complete issue of such an amount of bonds would effectively 
double the active resources of the money market. Should even 
this be insufficient, the President may issue a further 3,000 millions 
in United States legal-tender notes which would be retired at the 
tate of 4 per cent. per year, to meet maturing obligations or to 
buy back Government securities. Such a sum would probably 
equal about 50 per cent. of the whole of the country’s present 
monetary circulation. Further, the President may devaluate the 
dollar in terms of gold to the extent of 50 per cent. of its present 
gold content, he may “ re-monetize ”’ silver at any ratio with gold, 
and he may accept up to 100 million dollars in silver, at a price 
not higher than 50 cents an ounce, in payment of War debts. 


These measures have given the President wider inflationary 
powers than he asked for; as, however, the legislation is only 
— it is not yet certain how far he will avail himself of 
them, 


687 





Io 


The attitude of the world towards the earlier actions of the new 
Administration was noticeably benevolent. In spite of the assertions 
of certain sections of the American press that European machinations 
had played a part in the banking crisis, Europe had probably not 
the will to do so, and certainly not the means, for foreign balances 
in New York, by this time, are believed to have fallen to a very 
low level. Even the embargo on gold imposed on March 6th, 
though looked upon as lacking in courage, was regarded with more 
regret than hostility ; it was recognized that the measure was taken 
to prevent the export of capital by American citizens rather than 
to restrict the flight of foreign balances. The surprising stability of 
the dollar in terms of sterling during the week immediately following 
the resumption of dealings is evidence of a fairly general confidence 
in the situation. With the partial raising of the gold embargo on 
April 5th, which implied the virtual adoption of a gold bullion 
standard, there was some restlessness at what was thought to be 
unnecessary caution but no serious misgiving, beyond a general 
apprehension of inflationary finance in those countries which have 
themselves experienced the extremes of inflation. Both the world 
and America were turning their attention to what may be termed 
an international interlude in the furious course of domestic politics— 
the visits of Mr. MacDonald and M. Herriot to Washington to discuss 
topics of international importance—the opening date of the Economic 
Conference, Disarmament, Tariff Reduction and, possibly, even 
War Debts. It was, therefore, with some consternation that in 
the middle of the Easter holiday, with Mr. MacDonald at sea and 
M. Herriot about to embark, news was received that the gold standard 
had been formally and finally suspended (April 19th). 


In view of the magnitude of America’s holdings of some 4,000 
million dollars of gold, of her favourable balance of payments and 
of the fact that her action coincided with the holidays, it is an 
impossible explanation that she had been forced off gold in conditions 
comparable to those in Great Britain during the late summer of 1931. 
In fact, no really satisfactory explanation for the action has yet been 
advanced. In view of the progress of the inflationary party in 
Congress, it is possible that the President wished, for political 
reasons, to assert his own control over the inflationary process. 
In America the opinion has been expressed that the suspension was 
inspired by two motives—in the first place that of raising the domestic 
price level, in the second that of obtaining bargaining power In 
future negotiations with the rest of the world for the restoration 
of convertibility for all currencies. 


The first explanation has been criticised on the ground that 
America’s international trade is so small in comparison to het 
internal trade that depreciation of the dollar can have little direct 
effect upon her domestic price level. The dollar-prices of imports 
from the few remaining countries on the gold standard, it is true, 
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are likely to rise ; while depreciation may increase the competitive 
power of the American export trade—which amounts to less than 
10 per cent. of her total production—in foreign markets.‘ But 
on the whole, the experience of the British suspension—and 
America was the first to point it out—has shown that any such 
increases are more than reversed by the deflationary effect on the 
whole of the rest of the world resulting from the instability of a 
leading currency. Any permanent rise in the domestic price level 
will be effected only by the increase of the volume of purchasing 
power in the market for commodities in relation to the volume of 
goods for sale, whether it is brought about by the pumping of fresh 
currency into circulation or by a natural adjustment in the propor- 
tion of people’s incomes devoted to purchases of commodities. 
Unless the President makes full use of the great inflationary powers 
that have already been accorded to him and carries through the 
enormous public works programme that is reported to be under 
consideration, or the spending habits of the American public undergo 
a change, it is difficult to see how the psychological boom in 
commodity and security values that has been stimulated by the fall 
of the dollar will fail to go the way of the similar.boom that followed 
the fall of the pound. 

On the other side, it has been argued that the inconvertibility 
of the dollar has, if anything, strengthened the hand of the President 
in international negotiations by making chaos more chaotic. It 
need not follow from this; however, that it has strengthened the 
hand of the United States in particular. It may have brought 
home to the world the necessity of restoring stability ; but it is not 
likely to alter the requirements of Great Britain with regard to the 
future parity of sterling and gold or her general demands for the 
proper operation. of the gold standard. And the prospects of 
inducing Germany, with her large gold-dollar obligations, to remain 
at her present parity with gold seem remote. 


President Roosevelt’s broadcast of last Sunday (May 7th) has 
done a little to clear the air. The eagerly expected pronouncement 
on monetary policy and the methods by which the desired measure 
of inflation would be achieved were not forthcoming, but~ the 
objective of the Administration’s policy was defined as “ raising 
commodity prices to such an extent that those who have borrowed 
money will, on the average, be able to repay that money in the same 
kind of dollar which they borrowed.”” It was also admitted that 
while a certain measure of prosperity might be achieved in the 
United States, it could only be permanent if the world were permitted 





(1) One must, however, recognise possible effects on the domestic price level 
working through the export of wheat and cotton—American export products which 
play an important part in world markets. Should the world price in these 
commodities remain at its present level, or rise, the increased dollar-price accruing 
to the American farmer as a result of dollar depreciation will take effect on the 
domestic price level. 
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to share in it. Such a return to prosperity for the world must be 
achieved through a reduction in armaments, the removal of trade 
barriers and more liberal exchange of goods, the stabilization of 
currencies, and the return of friendly relations and international 
confidence. What degree of agreement was reached between the 
President and his foreign visitors in these fields it is only possible 
to guess at, in view of the scanty information that has been released 
for public consumption. The joint statement of the President 
and Mr. MacDonald has defined the desirable objectives of inter- 
national co-operation, in the same way as the President defined 
on Sunday the objectives of his internal policy, without clearly 









































indicating the means by which the ends are to be reached. I 
It is, however, clear that America attaches a higher value than € 
hitherto to the possibilities of international co-operation and to her a 
own responsibilities in this sphere ; therefore one may expect that é 
until the World Conference meets, inflationary action will be with- i 
held and a certain stability preserved. The President has declared 
that the World Conference must succeed ; it is mainly in his power M 
to make it do so; but the present temper of Congress in refusing 
him adequate power to make concessions over War Debts and he 
Tariffs is likely to make his task a difficult one. Already, at the th 
time of writing, evidence is not wanting that Congress is beginning eff 
to regret its impulsive surrender of authority a few weeks ago. set 
pa. 
O.LL. a 
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CHRONOLOGY. 


Argentina. 

May 1st.—Signature of Trade Agreement in London. (See Great 
Britain.) . 

May 2nd.—Terms of Agreement published. (See Great Britain.) 


Austria. 

April 27th.—Sixty-two Communists were arrested in Vienna, to be 
kept in custody until after May 1st. They included the chief editor of 
the Rote Fahne. 

April 28th.—The report on the financial situation of Austria by the 
League Financial Committee was published. This stated that budget 
equilibrium had been re-established on the basis of present estimates, 
and substantial progress had been made towards financial equilibrium 
of the State Railways. The monetary policy of the National Bank and 
the control of foreign credit operations were being conducted in the 
sense of the provisions of the protocol. 

The Government, acting under the emergency law, prohibited the 
May Day Social-Democratic demonstration. 

May 4th.—The Reichspost published a report that the German Nazis 
had planned a rising on the Austro-Bavarian frontier, directed against 
the sovereignty of Austria. The necessary counter-measures had been 
effected by the competent Austrian authorities. Following on this, the 
semi-official Government agency circulated a statement that the news- 
paper report had apparently been based on rumours originating from 
the declarations of some Austrian Nazi leaders. The Government was 
in a position to guarantee the safety of the country and of the inhabitants. 

The Government issued an order prohibiting the wearing of party 
uniforms, except for formations entitled to be used as auxiliary police, 
ie., the Heimwehr. 

May 6th.—Rioting occurred at Innsbruck, following demonstrations 
by Nazi students of the University in protest against the order forbidding 
the wearing of uniforms, and 38 people were arrested. 

May 7th.—The police were reported to have arrested a large number 
of Communists in towns all over the country during the weekend. Dis- 
orders, provoked by Nazis, occurred in Vienna and in several towns. 

Bavarian Premier’s speech re Austria. (See Germany.) 

Speaking at the conference of the Christian-Social Party on the 
policy of the Government Dr. Dollfuss said that, as. regards the 
Lausanne Agreement (for an international loan) they had accepted no 
other obligation or internal political concession for the promise of the 
loan. “ Whoever tries,” he added, “‘ to use foreign countries to attain 
internal political aims or to gain party political advantages, commits 
high treason.” (He was referring to the alleged aims of the leaders of 
the Social Democrats.) 

May oth.—Anti-Jewish riots occurred in Vienna, alleged to have been 
started by Nazi students of the University. Among the injured were 
seven American doctors studying at the Institute. 

The Reichspost published an article taking exception to a visit which 
German officials were expected to pay to Vienna on the invitation of 
the Austrian National-Socialist Party. The visitors were to include the 
Bavarian Minister of Justice (who had recently threatened a Bavarian 
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invasion of Austria, in a broadcast speech) the President of the Prussian 
Diet and the Prussian Secretary of State. 


Belgium. 
May 1st.—Demonstrators at Liége, stated to be chiefly Communists, 


tore down the Nazi flag at the German Consulate. 


Bolivia. 

April 27th.—The Government was understood to have refused to 
accept the suggestions of Argentina and Chile for a settlement of the 
dispute with Paraguay by means of an armistice and arbitration. 


Brazil. 
May 3rd.—The elections to a Constituent Assembly were held. This 


marked the return of the country to constitutional government, as the 
Assembly was to vote the new Constitution and elect a President of the 


Republic. 


Bulgaria. 

April 26th.—The Government deprived 29 Labour Deputies of their 
seats in the Chamber, on the ground that the party to which they 
belonged was the Communist Party in disguise. 

April 29th.—The press reported that the League of Nations Commission 
of Enquiry had estimated that the Budget deficit for 1932-33 would 
amount to about 1,300 million levas, and that the Budget for 1933-34 
would accordingly have to be reduced to 4,700 millions to balance. (The 
Government had estimated that it would balance at 6,000 millions; 
the Minister of Finance was understood to expect new financial measures 
to yield a surplus of receipts totalling 400 millions and he had accordingly 
fixed the Budget equilibrium at 5,100 million levas.) 


Canada. 

April 29th.—Mr. Bennett’s departure from the U.S.A. and issue of 
joint statement. (See U.S.A.) 

May tst.—Mr. Bennett, in a statement in Parliament, said that he 
and the American President were agreed that existing high tariffs should 
be modified, or their place taken by a mutually satisfactory trade treaty 
at the earliest possible date after the World Conference. They were 


agreed on the broad outlines of the proposed treaty. 


Chile. 

April 28th.—The Senate passed the Bill granting extraordinary powers 
to the Executive for 6 months, by 28 votes to 13. The law was ac- 
cordingly promulgated. 

May 7th.—The Minister of the Interior resigned. 

A parade of 15,000 militiamen marched past the President, inaugura- 
ting the organisation of a system aiming at protecting the Constitution 
from coup d’etats engineered by military or extremist elements. The 
Minister of the Interior had characterised the parade as anti-constitutional. 


China. 


INTERNAL AFFAIRS. 
May 2nd.—The Moslem rebels in Sinkiang were reported to have 
captured Yarkand on April 11th, and massacred a large number of 
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Chinese. The Governor-General of the Province was believed to have 
left the capital at the end of April. According to reports received by 
the Government of India the revolt followed the imprisonment by the 
Governor of 8 Mosiem tribal chiefs and the incorporation of White 
Russians in the Provincial army. 


EXTERNAL AFFAIRS. 


April 26th.—The Japanese Consul-General in Harbin issued a state- 
ment declaring that if Soviet troops entered Manchukuo territory 
Japan would be compelled to fulfil her obligations under the Agreement 
signed on September 15th, 1932, and assist in defending Manchukuo. 

Attempts at arson and at derailment of trains were reported to be 
continuing on the C.E.R. 

According to reports from Peking quoting a statement attributed to 
Ho Ying-ching, the Minister of War, the Japanese had recently trans- 
ported a division of troops and large quantities of munitions to Northern 
Manchuria, while the Soviet had 12 divisions and 300 aeroplanes at 
Vladivostock, Habarovsk and other places in the railway zone. 

According to reports from Soviet sources the Japanese Consul- 
General at Harbin had received orders to seize locomotives and rolling 
stock, with a view to disorganising traffic on the Russian section of the 
line and ultimately to ousting the Soviet Government from control 
of the Railway. 

It was understood in Nanking that the Governments of Great Britain, 
Italy and the U.S.A. had rejected the Government’s request for an exten- 
sion for another year of the moratorium in connection with the payment 
of the Boxer Indemnity. 

April 28th.—The Chinese claimed the occupation of Changli, following 
the withdrawal of the Japanese to the Great Wall. 

April 30th.—The Chinese admitted the loss of Nantienmen, on the 
Great Wall, south of Kupeikou. 

According to reports from Harbin, Soviet troops were constructing 
entrenchments on the Manchukuo frontier, west of Manchuli, and all 
reserves between the ages of 28 and 35 were being mobilised in the 
Chita and Irkutsk districts. 

May ist.—It was reported in Peking that Dolonor (125 miles north- 
west of Jehol, near the Mongolian border) had been occupied by Japanese 
troops. 

May 3rd.—Khingan was incorporated as a fifth province of Man- 
chukuo, but it was understood it would retain the status of a virtually 
autonomous Mongol domain. 

May 8th.—Further fighting was reported from the Lwan River 
region. According to Japanese reports the Chinese forces had taken 
advantage of the Japanese withdrawal to advance and seize Yungping, 
Changli and Funing, and a detachment of their troops had crossed the 
Wall into Jehol. Accordingly, the Japanese army had been obliged to 
order a general advance to maintain its line of defence. 

The Manchukuo Government was reported to have dismissed 100 
senior Chinese railway officials, including two directors, owing to 
their sympathy with the Kuomintang. 


693 





16 


Denmark. 
_April 26th.—The Bill embodying the Commercial Treaty with Great 
Britain passed the Folketing by 105 votes to 1 and was sent to the Upper 


House. 
April 27th.—The Upper House passed the Commercial Treaty Bill. 


Estonia. 

_ April 26th.—The Cabinet resigned following the resignation of two 
Ministers belonging to the National-Centre or Labour Party. The Party 
disapproved of the Government’s economic policy. 


Finland. 

May 4th.—The Diet passed a Bill prohibiting the formation of military 
organisations within political parties. The Bill was opposed by the 
Lapuan interests and by an organisation which had recently appeared 
modelled on Hitlerist lines. 


France. 

April 27th.—The Finance Committee of the Senate were understood 
to have protested unanimously against the action of the Government 
in tabling a Budget showing a deficit of over 4,000 million francs. 

April 28th.—The International Trade Congress terminated, after 
setting up a permanent international committee on commercial exchanges. 

It was announced that the Treasury had been granted a credit 
amounting to £30 million by a group of British banks, for a period of 
3 months, with the option of an extension for a further 3 months. The 
rate of interest was 2} per cent. The proceeds were to be employed to 
buy francs on the market as and when needed, and it was expected it 


would help to steady the exchange. 
Issue of joint statement by M. Herriot and President Roosevelt. 


(See U.S.A.) 

April 29th.—The Senate Finance Committee reduced the estimated 
Budget deficit to a point at which it would not exceed the statutory 
payment to the Sinking Fund, and the Budget Minister accepted the 
alterations on behalf of the Government. The result was that expenditure 
was entered as 49,093 million francs, and revenue as 45,897 millions, 
leaving a deficit of 3,196 millions. The payment legally due to the 
Sinking Fund was fixed at 3,200 millions. 

May 3rd.—It was announced that the Government had replied to the 
U.S. proposal for a tariff truce, accepting it with the reservation that 
any agreement should contain a clause permitting of the readjustment 
of tariffs in the event of a sharp fall in the dollar or pound. 

May 4th—The Chairman of the Committee on Foreign Affairs 
speaking in the Senate asked the Government for further information 
on the debt to the U.S.A. He reminded the House that even if an 


agreement were concluded with Mr. Roosevelt, there was no certainty 
that it would be ratified by Congress. They had the right in any event 
to a moratorium of 50 per cent. of the amount due on June 15th, provided 
go days’ notice was given, and he asked if it had been given. 

M. Bérenger also asked about the Government’s policy regarding the 
Four-Power Pact and the Disarmament Conference. The group of 
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Little Entente Powers, which constituted a directory of its own, could 
not be a matter of indifference to the U.S.S.R., which seemed to be turning 
towards France for support. 

M. Paul-Boncour said he could not reply as to war debts until after 
M. Herriot’s return; they had not deemed it necessary, however, to 
make use of the moratorium on capital payments because they thought 
the problem ought to be considered as a whole. At Geneva their object 
was to have no part in the breakdown of the Conference and to be in no 
way responsible for an armament race leading to war. But another of 
their objects was that they should not be duped, and that meant that 
France must not be weakened. They could not regard a soldier of 
12 years’ service as the equivalent of a recruit of 6 months. The mass 
of organisations of a ‘military character must also be taken into account. 

He believed that the renewal of Franco-Soviet friendship was a good 
thing; what would give it its value were the commercial agreements 
which were to form its complement, and with regard to these, the hands 
of France were entirely free. 

May 5th.—M. Herrict arrived back from America, and in a statement 
to the press said the question of security came first among those he had 
discussed at Washington. The U.S. Government had shown that they 
thoroughly understood the dangerous position of France ; he had been 
glad to hear Mr. Roosevelt so plainly support “ permanent economic 
control.’”” The President’s intention to renounce American neutrality 
if peace were disturbed by an aggressor was of historic importance and 
would furnish the best possible guarantee of peace. 

M. Herriot hoped it would be possible to give effect to the tariff truce ; 
also, to solve the debt problem. 

Reports reached Paris that an Alsatian had been arrested by Nazis 
on April 28th, on the German side of the Rhine near Strasbourg. Reports 
were also current in Strasbourg that a French native of the Saar had 
been kidnapped by Nazis on April 29th. 

May oth.—The National Economic Conference, dealing with trade 
with the Colonies, opened in Paris. 


Germany. 

April 26th.—Colonel Diisterberg, second leader of the Stahlhelm and 
in active command, was relieved of his duties by Herr Seldte, and in a 
farewell letter to the corps, he said “‘ under compulsion I lay down my 
office in the interest of the Stahlhelm, to which I have belonged since 
1919. I admonish all my comrades . . . unreservedly to subordinate 
themselves, as I have done, to the political leadership of the Chancellor, 
Herr Hitler.” (The Nazis claimed to have discovered that Colonel 
Diisterberg had a Jewish grandfather, and it was generally understood 
that his dismissal was the price of the Stahlhelm’s independent existence.) 

A former Lord Mayor of Berlin was arrested on a charge of misappro- 
priation of public funds. 
__ A list was published of 45 University and school professors who had 
just been relieved of their posts. Further voluntary resignations of 
scientists of European reputation were reported. 

April 27th.—Herr Seldte announced, in a broadcast statement, that 
he and the entire Stahlhelm had joined the Nazis. 

The Prussian Minister for Education dismissed 30 professors and 
teachers from various educational academies. 
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The arrests at Frankfurt were reported of the President of the 
Rhineland Centre Party and three others, former directors of the Roman 
Catholic Kélnische Volkszeitung. 

The Wolff Agency published a statement made by Herr von Papen 
(to Lord Newton) in which he laid emphasis on the repeated avowals of 
the Chancellor in favour of peace, ‘‘ the publication of which was un- 
fortunately withheld in a section of the English press.’’ Germany needed 
peace more than any other nation, because the war and the Treaty had 
dealt her the worst wounds. 

All steps likely to restore the shattered confidence of the world were 
welcome, and Germany had for this reason sincerely welcomed the Four- 
Power Pact. It was incomprehensible that a European statesman should 
say that the Pact could only mean a step back ; it was, on the contrary, 
high time that the great European nations took up the settlement of 
their problems. 

Germany had lately performed a historic service to the world; whose 
dimensions would only later be realized. She had summoned her last 
efforts to avert the menace of Bolshevism and had eliminated a source of 
infection containing grave dangers for neighbouring lands. The 
momentous historical cleavage which had been made had not been 
understood abroad. The talk of a preventive war against Germany had 
been prompted by the fear that her inner regeneration would change 
Central European proportions of power. Such talk was not only a 
crime against Germany, but a crime against the existence of Western 
civilisation. 

The new order in Germany was an entirely internal matter which did 
not affect relations as established by treaty and friendly agreements with 
other countries. The restoration of full sovéreignty both within and 
without was, for a proud and great people, a self-evident right ; the aim 
of German politics was the realisation of full equality of rights by peaceful 
methods. 

The police issued a statement that the organisation ‘‘ Derop’’ con- 
stituted a danger, since 70 per cent. of the employees were communist 
officials, and many communists wanted by the police were shifted about 
among the many petrol service stations to avoid arrest. 

Captain Goéring, as Premier of Prussia, issued an order reorganising the 
political police as a “ secret police force ’’ under his personal control as 
Minister of the Interior. These police was independent of police head- 
quarters and were invested with the power to confiscate property, ban 
periodicals, to arrest and keep in custody without preferring charges, and 
to control private postal, telegraphic and telephone communications. 

Publication of Trade Agreement with British Government. (See Great 
Britain.) 

April 28th—Captain Géring was appointed Reich Air Minister. 

The Chancellor appointed Herr Hess as Deputy leader of the Nazi 
party, and gave him full power to make decisions in his name. 

Eighty Communists were arrested at Cologne. 

The Cabinet passed a Bill introducing a “ Service penal procedure " 
for the Brown Army, placing its members outside the reach of the civil 
law ; also a Bill reintroducing the pre-war military courts for members 
of the armed forces. (Since the revolution they had been subject to 
civil law.) 
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The Soviet Ambassador made personal representations to the 
Chancellor regarding the raids on the “ Derop ’’ premises. 

April 29th.—Captain Goring appealed to all Germans to support the 
“ Aerial Defence League,’’ established by an order issued by the Air 
Ministry. He said that air defence had become a matter of life and death 
for the nation, since every town and their most important industries 
could be reached by air. ‘“‘ The world is now in arms more than ever 
before,’ he said, ‘“ and thousands of war planes surround Germany ready 
for action, while we are completely defenceless in the air.”’ 

Captain Géring issued an order strictly forbidding anyone but the 
police from making arrests. 

April 30th.—The Deputy leader of the Nazi party (Herr Hess) issued 
an order to the effect that members of the Stahlhelm who wished to join 
the Nazis could only do so if they abandoned their Stahlhelm membership. 

The Nationalist Party in the Reichstag was understood to have 
demanded that Herr Seldte should give up his Nationalist seat because 
he had gone over to the Nazis. 

An official statement was issued in Berlin to the effect that persons 
“who took a leading part in pacifist associations ’’ were to be excluded 
from release from the concentration camps and were to be classified with 
Communists and assembled in permanent camps. 

May 1st.—Demonstrations on an unprecedentedly large scale took 
place in Berlin, and the Chancellor broadcast a speech to the whole 
country in which he said that the celebrations meant a determined attack 
on social prejudice and class madness ; the different sections of society 
must find the way to one another, and if they did not do so voluntarily, 
the Government would bring them together by force. 

They must fight till the new idea, the new political faith had victori- 
ously spread itself over all Germany, and they must awaken and continu- 
ously stimulate the self-esteem of the people. Others had deliberately 
injected into the people a feeling of inferiority, but they would redeem 
them from this inferiority complex and burn into their minds the con- 
viction, ‘‘ German people, you are not second-class, even if the world 
a thousand times wishes to have it so, you are not second-rate.” 

He then spoke of the impending introduction of labour-conscription. 
The Marxists had opposed this idea as an attack on the workers, whereas 
it was really an attack on “an appalling prejudice, the prejudice that 
manual labour is shameful.” It was the Government’s decision that 
every German, high-born, rich or poor, should do manual labour once in 
his life, so that he should know what it meant, so that he should the better 
be able to command through having learnt to obey. 

The next task was “‘ the liberation of creative initiative from the 
dangerous influence of majority decisions, not only in Parliament, but 
also in economic life.” Industry could not recover unless a synthesis 
was found between the freedom of the creative spirit and obligations 
towards the national community. The rule of the majority led to the 
triumph of ignorance and weakness. Contracts would be treated accor- 
ding to the point of view that man was not made for contracts, but 
contracts for the living man. 

As to unemployment, this fell into the fields of private productive 
schemes—‘‘ German people do not believe that this problem can be 
solved in the stars ; you must help to solve it ’—and public productive 
schemes. He then spoke of a ‘‘ gigantic programme demanding milliards”’ 
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for the reconstruction of roads. Regarding foreign trade, he referred 
to “‘ a policy which would ensure the stability of our industrial production 
without destroying our agriculture.” 

Finally, a vigorous attack would be made on ‘ 
interest.” 

The world persecuted them, he concluded, but they wanted peace. 
“ The world turns against us. It will not recognise our right to protect 
our homeland. My German people! If the world means to stand 
against us like this we must all the more weld ourselves to unity and tell 
the world unmoved ‘ you can do what you please, but you will not bow 
us or compel us to accept our yoke’ . . . Do not put your faith 
in traitors amongst us, do not hope for perjurers who might also help. 
The German people has come to its senses.” 

May 2nd.—Nazi S.A. occupied the buildings in Berlin of the Trade 
Union Federation and the premises of individual trade unions throughout 
the country, as well as the head offices and branches of the Workers’ 
Bank. About 50 Trade Union leaders were arrested by Nazis (not by 
the police) including Herr Leipart, President of the Federation, Herr 
Wissell, a former Minister for Economics, and the presidents of 28 trade 
unions affiliated to the Federation. 

A committee of action appointed by the Nazi “ Factory and Office 
Cells Organisation ” was responsible for carrying out the seizure, and it 
published a manifesto invoking the May Day Festival of National Labour 
as proof of the right of National Socialism to represent labour. It 
referred to the trade unions as “‘ those Red criminals who for generations 
misused you, good-humoured, honest, and upright German workman, in 
order to dispossess and disinherit you and the whole nation.”’ 

Marxism was only shamming dead, and they would not rest until the 
workers were “ freed from the last Marxist shackles.” 

The Workers’ Bank was placed under a Nazi Commissioner. The 
Nazi industrial leader, Herr Schumann, was appointed Commissioner 
for the manual workers and a Reichstag Deputy, Herr Forster, Commis- 
sioner for the clerical workers. 

Dr. Ley, the chairman of the committee of action, informed the press 
that “ the confidence of the leader ’’ had led to his being entrusted with 
the supervision of the action, which was carried out by the Nazis as 


a 


“intolerable rates of 


y. 
PThe Munich Trade Union House was occupied by S.A. and the directors 
of the local Workers’ Bank were taken into “ preventive ’’ custody, the 
bank being temporarily closed. 

The Prussian Minister of Education retired 23 professors from Berlin 
University, and 9 from Cologne. A new rector was appointed for Berlin. 
Two of the Reichsbank directors resigned. 

May 3rd.—Dr. Ley announced that he was authorised by Herr Hitler 
to state that he had taken over the leadership of “ the new labour front 
which has to be constructed.” The new organisation was to take the 
form of one great union with sub-unions for desk and manual labour, and 
this national union was to be the foundation stone for the structure of 


the corporative State. 
The Catholic Christian Union and the Union of Clerical Employees 


surrendered to Nazi control. 
The Prussian Minister for Education retired a number of professors 


and lecturers from Miinster and Halle Universities and from the Technical 
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High School in Berlin. In an admonition issued to students, he said 
the reorganisation of the instructional staffs was the affair of the Govern- 
ment, and asked them not to allow their discipline to be disturbed by 
the tactlessness of certain professors who, through incomprehension of 
“the German springtime” provoked young Germany by slanderous 

Jarations. 
= Chancellor received the Polish Ambassador, to whom he declared 
that it was the intention of the Government to determine its standpoint 
and actions towards Poland strictly within the framework of existing 
treaties. He expressed the hope that the two countries should examine 
their common interests in an objective manner. 

May 4th.—The Conservative Tagliche Rundschau was suspended for 
a month for criticising the attack made by the “ studenthoods’”’ on 
so-called ‘‘un-German’”’ books and their agitation against certain 

rofessors. 

: The National Party decided to change its name to the ‘“ German 
National Front,” and at the same time adopted a resolution upholding 
its claim to equal status with the Nazis. 

The whole of the trades unions were understood to have submitted 
themselves unconditionally to the leadership of the Nazis. 

The Secretary of State for Labour Service issued a statement announc- 
ing that labour conscription would begin as from January 1st, 1934, when 
persons in their 20th year would be called up in six-monthly batches, of 
350,000 each, while in later years entire annual classes would be called 
up for 12 months’ service. Conscripts would first pass through labour 
service and then through military service, as soon as the latter had been 
re-introduced. 

May 5th.—The President appointed, on the nomination of the 
Chancellor, seven Statthalter for the States of Anhalt and Brunswick, 
Baden, Bremen, Hesse, Saxony, Thuringia and Wiirttemberg. They 
were all Nazi leaders, while Herr Hitler was himself Statthalter for Prussia 
and General von Epp for Bavaria. 

The Reich Government issued an announcement that “‘ all rigorous 
interferences with commerce must stop, so that trade and industry may 
be able to make far-sighted plans. He who makes such plans soon and 
quickly may count on the warmest moral support of the Government. 
There is no need for nervousness in business and commercial circles.”’ 

The (Nazi) Minister without portfolio in Bavaria, in an address at 
Munich University, said that so long as the Nazis held power no Socialist 
newspaper would be allowed to appear in Bavaria. He was also reported 
to have said, ‘‘ if the British complain about the alleged ill-treatment of 
political prisoners in concentration camps, they should be reminded of 
how they treatedjthe Boers in the S. African war, and in what a disgraceful 
way they still treat the representatives of the Irish freedom movement. 
The Irish are treated as if they were slaves.” 

The Bavarian Roman Catholic Archbishops and Bishops, in their 
pastoral letter, put forward a plea for justice, and freedom of the press. 

Further incidents occurred at Berlin and Dresden Universities, making 
the position of Jewish professors untenable, and at Leipzig five professors 
were dismissed. 

Exchange of ratifications of Treaty Protocol with the Soviet Govern- 
ment. (See U.S.S.R.) 

Dr. Schacht’s statement in New York. (See U.S.A.) 
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May 6th.—In an address to the assembled professors and students 
of Berlin University the Prussian Minister of Education censured the 
professors for “‘ failing to lead the students in their fight for a new State.” 
They had been “completely bottled up in their ‘ scientific’ tasks” 
while academic youth had been helping to carry through its fight, and 
had overlooked the fact that youth sought in them the leaders of the 
future German nation. 

The State would at once do what it could to restore to German youth 
its birthright of re-organising the teaching staffs in accordance with 


the national will. 
Dr. Briining was elected leader of the Centre Party, in place of 


Dr. Kaas. 

A number of suicides were reported of persons against whom charges 
had been made of corruption in the conduct of their office as officials 
under the former régime. Among them were a Nationalist leader, 
former Chairman of the Party in the Reichstag. 

May 7th.—In a speech at Kiel the Chancellor said the Brown Army 
numbered 600,000. They did not want war and bloodshed, but the 
right to live and the right to freedom . . . “ We do not want the 
German people treated like pariahs.”’ 

In a speech at Lindau, the Premier of Bavaria, referring to the Nazi 

int of view regarding Austria, said, “‘ Here, where free and unstained 
the Rhine flows into Lake Constance, we will take an oath never to rest 
or relax until the Rhine flows to the sea once more as Germany’s river, 
not as Germany’s frontier.” 

In a speech at Chemnitz Dr. Goebbels said the revolution would 
not stop until its aim, the National-Socialist State, had been achieved. 
“ People, party, and State must become identified in the Third Reich.” 
As regards their allies, in all coalitions it was the strongest element which 
survived—the one which knew what it wanted. They would reach 
their objective, though perhaps slowly. Little by little they would 
absorb the Reich in themselves until State, Reich and party were one and 
the same. Separatism would, in future, be impossible, though the States 
would retain their importance as cultural centres. 

A political clean-up was a necessary preliminary to the overcoming 
of the economic problem. When the revolution had been won half the 
losses of the War would have been repaired; and he concluded by 
declaring that peace with the world was wanted, for only in peace could 
the process of internal reconstruction be carried through. But the 
world should leave them in peace. 

May 8th.—The Minister of Defence, in a statement to the press, 
claimed that Germany’s attitude at Geneva had been misunderstood ; 
it was suggested that they were making unnecessary difficulties, but the 
proposal for the unification of Continental armies was making grea! 
difficulties for Germany. She had been made to substitute a small 
professional army for her conscript force, and now the Conference was 
urging that she should adopt another alien system—a_ short-service 
militia. In proposing this, where was any regard paid to Germanys 
own interests and conditions ? She could not suddenly switch over from 
an army with a 12 year period of service to one with 8 months ; any such 
transition must be gradual, both for reasons of organisation and because 
Germany possessed no reservists who had served their time. 

In any case, the time for dictating to the Reich was now over. They 
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did not wish to make difficulties, but as a disarmed State in the midst 
of a heavily-armed Europe, Germany could not. bow to an ultimatum 
on her defensive system. 

Three Roman Catholic priests were arrested in Bavaria for reasons 
not known ; one of them, however, was reported to have said in a sermon 
that faithful Catholics could never recognize the swastika. 

The V dlkischer Beobachter stated that, in anticipation of ‘‘ the Franco- 
Polish general offensive against the German patriotic associations which 
is to be expected in the discussions of the coming week,” the delegation 
at Geneva had been strengthened by the dispatch. of senior officers of 
the S.A., the S.S. and the Stahlhelm, as well as a military representative 
of the National Board for Physical Training. 

May oth.—The Minister of the Interior, opening a conference of State 
Ministers of Education, said that the dominant principle on which 
German youth was to be educated was that of service to and identity 
with the State, as distinct from the liberal theory of individual thought 
and freedom. The German youth was to be told that he was one of a 
family of 100 million Germans, a third of whom lived outside the present 
Reich frontiers ; he was to be reared to readiness to bear arms, and the 
will of the State was to govern instruction in the schools. 

The Catholic Action of Regensburg made a vigorous protest to the 
Bavarian Government against the arrest of the three priests. 

Captain G6ring issued an order prohibiting the Prussian police from 
being members of the Brown Army or the Stahlhelm, and forbidding 
the wearing of Nazi badges. 


Great Britain. 


April 26th.—In the House of Lords a motion submitted by Lord 
Ponsonby charging the Government with being actuated by a desire to 
break off relations with the Soviet Government in its imposition of the 
trade embargo was defeated by 53 votes to 7._ Lord Hailsham, speaking 
for the Government, said every word of Lord Ponsonby’s speech seemed 
calculated to prevent the release of the prisoners, but the Soviet Govern- 
ment must realize that it was only the Socialist Party following the usual 
course of assuming that Great Britain was always in the wrong. 

The Socialist Party had, however, professed confidence that the 
British engineers were innocent and it followed that it must agree there 
had been a grave miscarriage of justice. Therefore, all the Party’s 
insistence that British residents abroad must be bound by the laws of 
the country where they lived was irrelevant, for British citizens had been 
unjustly condemned and imprisoned. Accordingly, all criticism of the 
Government’s action fell to the ground. 

He categorically denied that the Government had been seeking 
excuses for a breaking off of relations with Russia; and the embargo 
would last only so long as British citizens were kept in prison. The loss 
to trade would not be serious as there had been an adverse balance to 
Great Britain of 12 million roubles in January-February, 1933, as against 
one of only 3 millions in the same period of 1932. 

The text of the Trade Agreement with Denmark was published. 

_ April 27th.—Details of a Trade Agreement signed with Germany were 
issued as a White Paper, Cmd., 4297. The President of the Board of 
Trade announced that an agreement had also been reached with the 
Argentine Government. 
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By the German agreement the German Government agreed that the 
British coal quota taken should in no case be less than 180,000 tons a 
month, and would increase in proportion to the increase in the consumption 
of coal in Germany. In return the duties on certain classes of German 
goods were reduced, ¢.g., musical instruments, toys, clocks and jewelry. 
(The duty on pianos and on clocks was reduced from 33} to 20 per cent., 
and on toys from 25 to 15 per cent.) The agreement was to become 
operative on May 8th. 

April 2oth.—The League Committee set up to organise the World 
Economic Conference met in London, with Sir John Simon in the chair. 
It was announced that the Conference would be opened by the King on 
June 12th; also that Mr. Norman Davis had informed the Committee 
that at the opening the U.S. delegation intended to propose a tariff truce, 
to apply to all duties, quotas, prohibitions and anti-dumping measures. 

In a speech at Worcester, Mr. Baldwin defended the Indian policy 
of the Government. He asked why a man was a traitor who decided that 
the time had come to make a considerable step forward, when those who 
10, 20 or 30 years later might desire to make the step forward were not 
to be called one ? No question of time could affect treachery. Because 
the Simon Committee reported to a Socialist Government it was not 
accurate to say that the policy of the Government was that of a Socialist 
Government. 

As to the safeguards he said they acted like those of dual control in an 
aeroplane when a man was learning to fly. The man who sat beside the 
pupil was not there to get in his way, but to help him. But if he sawa 
crash coming he was going to act: that was the whole object of the 
safeguards. 

April 30th.—Signature of new agreement in Teheran. (See Persia.) 

May 1st.—The Trade Agreement with Argentina was signed in London. 

Publication of Agreement with Persian Government (See Persia.) 

May 2nd.—Details of the Argentine Trade Agreement were published 
as a White Paper. Cmd. 4310. It consisted of a Convention, supple- 
mentary to the Treaty of 1825, to remain in force for 3 years. Its main 
provisions concerned the “ unfreezing’’ of credits and measures for 
dealing with exchange difficulties (£10 million due to British investors 
were estimated to be frozen owing to exchange restrictions). By Article 
2 the Argentine Government undertook that the full amount of the 
sterling exchange arising from the sale of Argentine products in the 
United Kingdom (after deducting a sum for the service of the Public 
External Debts payable in other countries) would be made available to 
meet the current requirements of the United Kingdom, The Argentine 
Government would also set aside, during 1933, the sterling equivalent 
of 12 million pesos, to provide a cash payment to holders of frozen 
balances. The larger frozen balances were to be dealt with by means 
of a funding scheme, by which the Government would offer to issue sterling 
bonds in exchange for the frozen pesos. The bonds would carry a rate 
of interest of 4 per cent. and be repaid within 20 years. 

The British Government, on its side, undertook not to impose any 
restriction on the imports of chilled beef from Argentina in any quartet 
of a year below the quantity imported in the corresponding quarter of 
the year ended June 30th, 1932, unless it should be found to be necessary 
in order to secure a remunerative level of prices in the United Kingdom 


market. 
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In a protocol, the Argentine Government stated that it was its inten- 
tion to maintain in the free list coal and all other goods at present 
imported free of duty. 

During a discussion in the House of Lords on relations with the 
US.S.R., Lord Stanhope, speaking for the Government, said that the 

rimary consideration was the release of the British engineers and it 
was desirable to preserve diplomatic relations, at any rate, for the time 
being. Other British nationals there would appreciate the advantages 
of diplomatic relations being continued. The Government anticipated 
that their attitude on the Metro-Vickers case would protect British 
subjects from molestation, but no guarantee of immunity could be given. 


May 3rd.—The Prime Minister arrived back in London. 


May 4th.—Mr. MacDonald made a statement in Parliament in which 
he said the first result of his visit to Washington had been to fix the 
opening of the World Conference for June 12th. Most encouraging 
results had followed conversations about tariffs, quotas, exchange control 
and currency stability. The question of a tariff truce during the Confer- 
ence had been considered, and he had felt bound to point out the difference 
between Britain and high-tariff countries, and to make the consequential 
reservations, which had been considered reasonable. 

A second result had been the close collaboration between the British 
and U.S. Delegations at Geneva. As to War Debts, the differences of 
view on both immediate and ultimate treatment of this problem had been 
defined, but he could not say more at the moment. 

In reply to questions regarding the Irish Bill abolishing the Oath of 
Allegiance, Mr. Thomas said it was in direct conflict with the Treaty of 
1921, as shown by the fact that the Bill had to repeal several clauses of 
the Treaty, but he was advised that the action of the Irish Free State 
did not legally amount to secession from the Empire, and did not affect 
the allegiance of that Dominion to the Crown. 

Mr. Runciman defended the Trade Agreement with Germany, which 
he described as merely a coal agreement, and the resolution approving 
it was then adopted by 304 votes to 56. 

The House discussed the Government’s proposal to borrow a further 
{200 million for the Exchange Equalisation Fund. Mr. Chamberlain 
explained that it had no connection whatever with the American abandon- 
ment of the gold standard ; he only wished to iron out fluctuations in the 
value of sterling which were due to seasonal variations in the demand for 
it, or which might be caused by the return home of a large amount of 
foreign refugee capital. 

May 5th.—In a broadcast talk, the Prime Minister summed up the 
results of his visit to Washington, pointing out that he and the President 
had examined the causes of the world crisis and the means of over- 
coming them so that they might co-operate together, and with other 
nations, in procuring good results from the World Conference. There 
had also been a personal exchange of information regarding War Debts, 
and an agreement that on their settlement depended the success of the 
work of the Conference. This meant that they (he and the President) 
were to use every means in their power to find a way to settle those debts. 

They had also reached an understanding of how to co-operate in 
trying to bring the Disarmament Conference to a successful issue. 

May 8th.—The Permanent Under-Secretary for Foreign Affairs 
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received at the Foreign Office Dr. Rosenberg, head of the Foreign Affairs 
Department of the Nazi Party. 

May oth.—In a statement on the Economic Conference in Parliament 
the Prime Minister said that he had found agreement in Washington with 
the view that the Conference could not succeed unless the Debt difficulty 
was removed before it ended. A final settlement, however, was going to 
take a little time, and might well be proceeded with concurrently with 
the Conference. The Conference itself would not discuss War Debts— 
a Conference of 60 nations, most of them not concerned, would be the 
worst body to do so. 

They would have to aim at a permanent settlement of the Debt 
problem, but meanwhile June 15th was an awkward hurdle, and nothing 
must be said or done to make it insurmountable. 

As regards the tariff truce, Mr. MacDonald read out a document which 
was understood to mean that there was every prospect of British agreement 
to have a truce during the Conference, in the sense that, though existing 
tariff and trade negotiations might be concluded, no new ones would 
be begun. He then reported agreement on the principle that the raising 
of wholesale commodity prices must be one objective, and the stabilisation 
of the relative values of currencies, another. The consequences of 
currency instability might be disastrous. 

As to the Disarmament Conference British and American policy was 
identical. If the Conference were successful the U.S.A. were prepared to 
play a further part in tranquillizing Europe. They would participate in 
consultative pacts to be entered into between the nations, and a definite 
and authoritative statement to that effect would be made in Washington. 

Dr. Rosenberg was received by Sir John Simon, and also saw 
Mr. Norman Davis, who was in London. 

India. 

Apmil 30th.—Mr. Gandhi announced that on May 8th he would begin 
a ‘‘ three weeks’ unconditional and irrevocable fast ” in connection with 
the untouchability campaign. 

May 8th.—Mr. Gandhi was released from prison, the Government 
having decided that his fast had no political significance, since it was 
not a fast against any decision of Government. It was understood that 
if there had been any serious considerations affecting the tranquillity of 
the country, the Government would not have consented to his release, 
but its view was that in the absence of such conditions the humane 
course was to set him at liberty. 

The Government issued a statement, quoting a telegram dated May Ist 
from Mr. Gandhi, announcing his intention to fast, and adding that, 
“‘ in view of the attitude of mind his reasons to do so disclosed, they had 
decided to release him.”’ 

Mr. Gandhi made a statement regarding civil disobedience in which 
he said his views had not changed in any way, “ but I wi!] recommend 
to the president of the Congress that he suspend civil disobedience for 
a month or 6 weeks. During that time I hope peace will be arranged 
between the Government and Congress.” He added that if the political 
atmosphere continued to be murky, and if he survived his fast, he would 
ask the Government to take him back to prison. . 

May 9th.—The Acting-President of Congress issued a notice accepting 
Mr. Gandhi’s recommendation for a suspension of civil disobedience 


for 6 weeks. 
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The Government issued a statement to the effect that the release 
of Mr. Gandhi indicated no change whatever in its general policy towards 
the release of civil disobedience prisoners, or towards those openly or 
conditionally supporting the disobedience movement. 


Irish Free State. 
May 3rd.—The Dail, by 76 votes to 56, passed the Constitution 
(Removal of Oath) Bill, which was then signed by the Governor-General. 


Italy. 

May 4th—Speaking on the Naval Estimates in the Chamber the 
Minister of Marine said his budget showed a reduction of about 180 million 
lire, of which 125 million concerned new construction, but did not affect 
the building programme already in hand. The Government had decided 
to begin the construction of two 7,000 ton cruisers, of the Principe di 
Savoia type. Reviewing the progress made in 10 years Admiral Sirianni 
said that seven 10,000 ton cruisers were practically ready, and in service 
or under construction were 12 cruisers of from 5,000 to 7,000 tons, 12 
flotilla leaders and a number of destroyers and submarines. 

May 5th.—Reports were current that 24 “ intellectuals ’’ had been 
arrested on April 28th for distributing subversive literature among 
students of Rome University. 

May 6th—Two Agreements with the Soviet Government were signed 
in Rome. The first was a tariff convention assuring, inter alia, the full 
enjoyment of the most-favoured-nation clause to both parties. The 
second guaranteed credits to traders between the two countries, 1.e., the 
Italian Government guaranteed to exporters 75 per cent. of the value 
of the orders placed in Italy by the Soviet. 

Issue of statement by Signor Jung and Mr. Roosevelt. (See U.S.A.) 


Japan. 

April 26th.—Statement by Consul-General at Harbin. (See China, 
External Affairs.) 

May ist.—Report of occupation of Dolonor by Japanese troops. (See 
China, External Affairs.) 

May 2nd.—The War Office informed the press that the object of the 
recent sally from the line of the Great Wall was to secure the front against 
Chinese efforts to destroy the Japanese bases by counter-attacks along the 
Wall. The Japanese had withdrawn, in accordance with their principle 
of not going beyond the Wall, but the Chinese were warned that if they 
had not learned their lesson the Japanese would strike again and as often 
as might be necessary. 

May 8th.—It was reported in Tokyo that the Soviet Foreign Com- 
missar had made a proposal that the Soviet and Japanese Governments 
should open negotiations for the sale of the Chinese Eastern Railway 
to Japan or to Manchukuo. 

The Tokyo press pointed out that all the Soviet could sell was the 
tight of joint management for 36 years. (The line reverted to China in 
1956, by the Agreement of 1924, so the period mentioned by the press 
should have been 26 years.) 


League of Nations. 


April 27th.—The Financial Committee began its examination of the 
financial situation of Hungary. 
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May 3rd.—It was announced that the Secretary-General had issued 
invitations to 66 countries to attend the World Economic Conference. 
The invitation informed the recipients of the intention of the U5. 
delegation to propose a tariff truce. 


DISARMAMENT CONFERENCE. 

April 26th.—After conversations with the Polish and Chinese delegates, 
Mr. Eden offered to take out Article 1 of the British Draft Convention, 
and to this the General Committee agreed. Mr. Norman Davis then 
described the American attitude towards Part I. He said it was both the 
practice and policy of the U.S.A. to confer where questions affecting the 
peace were concerned ; Part I, however, introduced a new element for 
them in the codification of the principle of consultation and its incorpora- 
tion in a disarmament treaty. His Government appreciated the im- 
portance of harmonizing the particular situation of the U.S.A. with any 
constructive efforts to meet the special needs, particularly on the 
European Continent, for the adequate organisation of machinery for 
preserving peace. 

Their ability to make their collaboration effective, however, would 
depend in a large part upon the measure of disarmament which they might 
be able now to achieve. It must be definite and it must be substantial. 
‘* We are prepared,” he said, ‘‘ to make very great efforts to assist in the 
maintenance of peace when the determination to preserve the peace is 
shewn by the achievement of real measures for mutual progressive dis- 
armament ... We have reached this conclusion because of the growing 
conviction, particularly manifest here, that armaments have become a 
source of political tension and instability and that there would be more 
security in measures of disarmament which would diminish the ability 
of any State to make a successful surprise attack on another. There isa 
realisation that this can be brought about especially by two means: the 
abandonment of weapons which facilitate aggression and the establishment 
of effective and continuous supervision of armaments . . . We are in 
agreement that the efforts of States members. of the League and of non- 
member States should be co-ordinated not only in determining the 
measures of disarmament, but in their effective supervision. We are in 
agreement that we should work together for the maintenance of peace. 
Before reaching a final decision with regard to Part I, I suggest that we 
might well pass on to other sections of the draft convention before us, and 
in particular Article 94, dealing with the duration of the Treaty, which 
affects each and every decision we might take.” 

Herr Nadolny said that in the circumstances he could not express 4 
final opinion on Part I and M. Massigli “‘ hesitated to take part in a vote.” 
Mr. Eden agreed ; he could not take part even in a provisional vote until 
he knew the views of States not members of the League. 

The Committee, therefore, adjourned, and a meeting of the Bureau 
was called to decide whether Part I should be left aside until Part II had 
been dealt with. 

April 27th.—The Bureau decided that the Committee should proceed 
at once to the consideration of Part II of the British Convention. 

April 28th.—Herr Nadolny submitted a series of amendments to the 
British draft, Part II of the Convention, first of all making a statement 
in which he said that the provisions of the Convention should be based on 
Article 8 of the Covenant. Germany considered it necessary to strengthen 
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stil] further the measures of disarmament proposed, particularly by the 

rohibition and destruction of offensive weapons and military aircraft. 
Also, while accepting in principle the idea of the 5 year transition period, 
the equality of rights due to Germany should be given practical expression 
in the draft. In the matter of effectives, the question of German arma- 
ments must be settled in relation to those of other States in such a way 
as to guarantee the national security of Germany, and she should be 
permitted to possess any class of arms which others considered necessary 
for their defence. 

Herr Nadolny wished to amend Articles 9 and 12 of the draft ; 
effiectives, as defined by Article 9, should include not only reservists, 
called up at a given moment, but “all the trained reserves who, having 

rformed their active service, remain on the registers and are liable by 
law to training periods and military service in case of war, according to 
the number of days’ duty performed during training periods during the 
course of a year, but having at least done 7 days’ duty.”’ He explained 
that this system meant that 52 such reservists would be regarded as equal 
to one soldier in continuous training throughout the year. Reservists 
ought, he said, to be calculated according to the system of average daily 
service, having as a basis the number of days of training undergone. 

With regard to police forces, he did not think it possible to attribute 
a military character to police formations on the basis of one only of the 
criteria mentioned in Article 12 of the British draft ; on the contrary, 
all the criteria mentioned should apply if a formation was to count as a 
military one. 

Herr Nadolny also proposed an amendment that forces stationed 
overseas but near the home country should be reckoned among the home 
country’s forces, only those “ stationed in distant territory” being 
omitted, and finally, he suggested that the question of the standardisation 
of the European armies should be set aside as not yet ripe for an immediate 
decision. 

M. Massigli expressed disappointment at the German attitude ; the 
programme put forward entirely destroyed the British plan; and Mr. 
Eden said it might be difficult to continue the discussions if the German 
amendments were maintained in their existing form ; in the amendments 
of Article 12, #.¢., if all the criteria were applied, he did not see how any 
police force could ever be reckoned as effectives. 

As regards forces stationed near the home country, the difficulty 
would be better met by restricting to a minimum the oversea forces 
necessary for local needs, than by adopting the German proposal. If a 
uniform system for European armies were not adopted the British table 
would have to be withdrawn. Equality of numbers with disparity of 
system would mean inequality in fact. 

Herr Nadolny assured the Committee that his amendments had been 
put forward in the spirit of moderation and claimed that Germany had 
made concessions. 

Mr. Norman Davis appealed to the Conference to adopt the British 
plan as a whole without any modifications which would weaken it or 
jeopardise the nicely adjusted balance which it represented. 

April 29th.—Private conversations took place between Mr. Henderson, 
Mr. Eden and Herr Nadolny, but it was understood that the German 
delegate maintained his attitude of the previous day. 
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May ist.—On discussions being resumed in the General Committee, 
Herr Nadolny repeated his contention as to reservists, wishing all of them, 
even those not called up, to be counted, when calculating the daily 
average of effectives, as if they had served 7 days. It was estimated that 
this system would include in the forces allowed to France about 80,000 
men whose only military qualification would be that they had once done 
some military training. 

The Effectives Committee decided, by 7 votes to 6, that the new 
German auxiliary police should not be included in the total of effectives, 
Italy and Belgium did not vote, and among the 7 were Great Britain, 
Japan, and the U.S.A. It also decided, by 12 votes to 3, to include in 
the calculation of effectives 38,000 of the security police (Schutzpolizei), 
and, by Io votes to 5, to take account of police probationers in calculating 
effectives. The German delegate did not take part in any of the voting. 

Mr. Eden explained, however, that his vote was only provisional, 
since the Committee had yet to decide whether or not the Nazi S.A. 
(from which the auxiliary police were selected) were a military force. 
If they were, then the police also were, and vice versa. 

Articles 10 and 11 of the British draft were adopted unanimously 
by the General Committee. 

May 3rd.—Following private discussions with Herr Nadolny, Mr. 
Eden announced in the General Committee that a compromise had been 
reached over the police question. As the need for a certain number of 
police with military characteristics seemed very general, he suggested 
that each country should be allowed a certain fixed quota of militarised 
police in proportion to its total effectives. If a country wished to exceed 
this percentage, the surplus would be reckoned in the total for effectives 
in the armed forces, the effectives being reduced accordingly. 

The German delegate proposed the insertion of a new Article in the 
Convention providing that the signatories should bind themselves to 
use forces stationed oversea in distant territories solely ‘‘ for the mainten- 
ance of order and for defence purposes.” He also said the time was 
not ripe for a decision on the question of standardisation and proposed 
that the whole of Chapter 2 of Part 2 of the British draft (providing for 
the organisation of the land forces on the Continent) should be deleted, 
and the subject set aside for later study by the permanent commission. 

M. Bourquin pointed out that 2 months earlier the Committee had 
decided in favour of the principle of standardisation, and the British 
Draft had been accepted as a compromise and as a basis of work. To 
admit important amendments would be to disturb the balance of the 
scheme and fall back into chaos. 

‘Mr. Wilson (U.S.A.) supported this view, while M. Dovgalevsky 
submitted an amendment aimed at extending the provision for the 
standardisation of European armies to the whole world. The Soviet 
Government was both a European and an Asiatic country, and if standard- 
isation were not universal the Soviet would ask to be allowed to retain 
a mixed army in two proportions, one to be used in Europe, and the other 
in Asia. 

May 4th.—Mr. Eden left for London to report to the Cabinet. In 
the Committee, the police compromise was passed on to the second 
reading stage. 

The Committee on Security adopted a text submitted by the Belgium 
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delegate providing for the appointment of commissions at the seat of 
each Government for establishing the facts in the event of aggression. 

May 5th.—The General Committee dealt with a text submitted by 
Mr. Eden, to fill in the blank in the British draft which was to contain 
details of the methods by which the reductions and reorganisations of 
effectives were to be made, but no delegate was prepared to discuss it. 
M. Massigli explained that he was not competent to discuss so technical 
a matter at that stage. 

The German Delegation submitted an amendment to the naval and 

air armaments chapter, “‘ designed to take into account this special 
situation in Germany ”’ (#.e., the fact that the decisive criterion for the 
limitation of her naval armaments under the Versailles Treaty was not 
tonnage, but the number of vessels in the different categories, so that, 
for Germany, tonnage had not the same importance as it had for other 
fleets). 
An explanatory note by the delegation stated that though no reduc- 
tion in the fleets of other States was proposed by the draft, Germany, 
in the hope that substantial reductions would be made in 1935, was 
prepared to maintain, meanwhile, the number of vessels hitherto assigned 
to her as the limit. She had not, so far, made full use of the right 
accorded her to lay down several capital ships for replacement, and to 
assist in the conclusion of a convention, she was still prepared to forego 
that right, and to refrain, pending the settlement of naval questions 
in 1935, from laying down more than one capital ship. 

Germany still hoped the Conference would abolish submarines 
altogether, but should it be decided that it was not possible to do away 
with them for national defence purposes, she reserved the right to revert 
to the point later. 

By the amendments put forward, Germany undertook, until the end 
of 1936, not to exceed, as regards surface ships, the numbers hitherto 
allowed her, and not to lay down more than one vessel to replace one of 
her obsolete capital ships. As to air armaments she would “ accept the 
complete abolition of bombing from the air,”’ deleting the words “ except 
for police purposes in certain outlying regions.” 

A new Article 35 was proposed by which the parties should “ agree 
that their armed forces shall not include military or naval air forces,”’ 
and by which existing aircraft would be destroyed. To prevent the use 
of civil aviation for military purposes the parties should accept “ the 
effective control of civil aviation,’’ but this should not be of a nature to 
hamper the legitimate developments of civil aviation. 

May 8th.—The Bureau failed to agree as to whether to adopt a 
proposal put forward by Mr. Eden, and adjourned for private negotiations 
to be carried on. Mr. Eden wished the General Committee to go back 
to the Effectives section of the British draft and take decisions on its 
articles, but Herr Nadolny refused to withdraw his amendments. (The 
question at issue was as to whether the Committee should begin the 
second reading of the Effectives section of Part 2 of the British draft and 
vote on the articles, or pass on to Section II (Material) which the German 
delegate wished to do.) 

The Secretary-General published a memorandum on the subject of 
the results achieved in respect of the supervision of the manufacture of 
narcotics and the traffic in opium, etc., in so far as these results might be 
of significance for the supervision of the manufacture of and traffic in 
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arms. This stated that the same methods of publicity might be used, 
but that the adaptation of other measures for regulation would depend 
on the object with which an international régime for the traffic in arms 
was to be established. 

A oth.—Private conversations took place between Mr. Eden and 
Herr Nadolny, and the Bureau decided to give a few more days for these 
negotiations before meeting again. 


The Netherlands. 

April 26th.—The Cabinet resigned, following opposition to its econo- 
mic policy in the Chamber. 

The General Election for the Second Chamber of the States-General 
was held throughout the country. 

April 27th.—The General Election resulted in the Roman Catholic 
State Party securing 28 seats (as against 30 previously) ; the Social- 
Democratic Labour Party 22 seats (24); the Protestant Conservatives 
(Anti-Revolutionaries), 14 (12) ; the Christian Historical Union ro (11) ; 
the Liberal State Party 7 (8); the Liberal Democratic League 6 (7); 
the Communists 4 (2) and others 5 (5). In addition four new parties 
obtained a seat each. 


Persia. 

April 30th.—A new agreement was signed in Teheran between the 
Government and the Anglo-Persian Oil Company. 

May tst.—The text of the agreement was published in summary form. 
It provided for a royalty of 4s. a ton on oil sold in Persia or exported, and 
in addition, 20 per cent. of the net profits of the Company, wherever 
earned, was to be paid to the Government after the payment of £671,000 
to shareholders. Also, if from its general reserve the Company gave 
anything to its shareholders the Government was to receive 20 per cent. 
as well. 

The Company was to pay in taxation during the first 15 years, £225,000, 
during the second 15 £300,000 and afterwards an amount to be agreed on. 

The area of the Concession was to be half the previous area until 1938, 
after which it would be 100,000 square miles. From May Ist, the Company 
lost its exclusive right for pipe lines. 

The period of the Concession was 60 years, and all differences were 
to be referred to arbitration. 


Peru. 
April 30th.—The President, Colonel Cerro, was assassinated at Lima. 
General Benavides was appointed President. 


Poland. 
April 26th.—A Treaty of Amity and Commerce with the U.S.A. was 


signed in Warsaw. 

May 3rd.—Ambassador in Berlin received by the Chancellor. (See 
Germany.) 

May 4th—The Foreign Minister received the German Ambassador 
and informed him that the Government had decided to maintain an 
attitude strictly in accordance with the peace treaties ; he also expressed 
the hope that the two countries would treat matters of common concern 


without passion. 
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May 8th.—Professor Moscicki was re-elected President of the Republic. 
The opposition in the Seym abstained from voting. 

May 9th.—The President accepted the resignation of the Government, 
following the Presidential election. 


Rumania. 
May 6th.—M. Maniu resigned from the leadership of the Peasant Party 
and was succeeded by Dr. Voevod, the Prime Minister. 


Saar Basin Territory. 

April 26th.—An S.A. man who had been arrested at Neunkirchen for 
quarrelling with a Reichsbannerman was liberated and taken across the 
frontier into Germany, through the connivance of two German police 
sergeants belonging to the Saar police, who went with the S.A. man to 
Zweibriicken. 

The Mayor of Neunkirchen was reported to have demanded their 
return, with the authority of the Saar Governing Commission. 

Two French subjects were stated to have been assaulted at Saarbruck 
the previous day, and two Nazis were arrested. 

April 30th.—The local Nazi Party forbad its members to take part in 
celebrations on May Day, with a view to forestalling any “ undesirable ” 
measure by the Governing Commission against the Saar population. 

May 7th.—The Governing Commission drew up three decrees for the 
enforcement of public order, empowering the police to prohibit or dissolve 
meetings, processions and associations, and to confiscate posters, pam- 
phlets and other publications. The Commission’s rights concerning the 
control of newspapers were extended, and other powers were taken to 
close buildings and arrest persons involved in an offence in which arms 
were used. Rights deriving from the Treaty of Versailles were also to 
be protected, and provision was to be made to prevent the persecution 
or defamation of anyone on account of his religion. 


Spain. 

April 26th.—An attempt was made to call a general strike at Barcelona, 
where a transport strike was going on. Widespread arrests were made 
by the police, who had been forewarned, and 50 foreigners were stated 
to be among those in custody. 

April 28th.—An independent Deputy, Senor Roman, made an earnest 
plea in the Cortes for conciliation among Republicans, whose disputes, 
he said, were doing great harm to the Republic. In reply, the Prime 
Minister acknowledged that his situation had become quite untenable, 
and he called upon all parties to meditate on their responsibilities. 

_ April 29th.—The leaders of the six Republican Opposition Groups 
(including Conservatives and Radicals), issued a statement welcoming the 
call to accord made by Senor Roman and saying that, if the Cabinet would 
resign, they would fulfil their duty of facilitating a solution of the existing 
difficulties. 

May 1st.—A transport strike was declared in Madrid, but the day 
passed quietly. 

May 3rd.—The Republican Opposition rejected the Prime Minister’s 
proposal for a truce in the Cortes, and decided to continue the attempt to 
enforce the demand for the removal of the Socialists from the Cabinet. 
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May 8th.—Following the discovery of an alleged military plot to 
overthrow the Government General Goded was arrested and deported. 

May 9th.—The Syndicalist Unions called for simultaneous general 
strikes in Barcelona, Seville, Saragossa, Corunna, and other towns. In 
Barcelona the workers refused to come out, and everywhere the police 
were forewarned and took special precautions. Loss of life occurred in 
Madrid, Alicante, Valencia and other places in clashes between strikers 
and the police. 

In Madrid the Socialist General Union of Labour forbade its members 
to take any part in the strike. The Government declared it illegal, 
arrested a number of Syndicalists and took steps to close their offices. 


Sweden. 

May 3rd.—The German Chargé d’Affaires made a protest to the Foreign 
Office against passages in a May Day speech by Herr Ekman, Minister of 
Commerce which were considered offensive to Herr Hitler. Herr Ekman 
was understood to have stated that his speech had been reported in- 
accurately, and that all he had done was to express disapproval of all 
dictatorships, Fascist or Bolshevist. 


Turkey. 

April 26th.—It was learnt that the Council of the Ottoman Debt 
had announced, in Paris, that an agreement between it and the Turkish 
Government had been signed, providing for the creation of new debt 
bonds to a nominal capital value of 962 million francs. The rate of 
interest was 7} per cent. 


U.S.A. 

April 26th.—Mr. MacDonald left Washington en route for home, and, 
prior to his departure, a statement was issued jointly by him and the 
President. Their discussions, it said, had shown “ that our two Govern- 
ments were looking with a like purpose and a close similarity of method 
at the main objectives of the Conference, and were impressed by the vital 
necessity of assuring international agreements for their realisation, in 
the interests of the people of all countries.”’ 

The necessity for an increase in the general level of prices was recog- 
nised as primary and fundamental and to this end simultaneous action 
needed to be taken both in the economic and monetary fields. There 
should be constructive effort to moderate the network of restrictions of 
all sorts by which commerce was hampered. The Central Banks should, 
by concerted action, provide adequate expansion of credit and every means 
should be used to get the credit thus created into circulation. Enterprise 
must be stimulated, and Governments could contribute by the develop- 
ment of appropriate programmes of capital expenditure. 

To establish equilibrium in international exchanges, ‘‘ we must,” 
continued the Statement, “‘ when circumstances permit, re-establish an 
international monetary standard which will operate successfuily without 
depressing prices and avoid a repetition of mistakes which have produced 
such disastrous results in the past. In this connection the question of 
silver . . . was discussed, and proposals were tentatively suggested 
for an improvement of its status.” 

These questions could not be settled by any individual country 
acting by itself. ‘‘ The achievement of sound and lasting world recovery 
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depends on co-ordinating domestic remedies and supplementing them by 

concurrent and simultaneous action in the international field.”” And 

the two statesmen concluded by saying, 

“We have in these talks found a reassurance of unity of purpose and 
method. They have given a fresh impetus to the solution of the problems 
that weigh so heavily upon the most stable, industrious, and deserving 
men and women of the world—the human foundation of our civilisation 
whose hard lot it is our common object to alleviate.” 

A statement was issued in Washington by the press reading ‘‘ President 
Roosevelt, it is understood authoritatively, is preparing to submit to 
Congress a resolution on War Debts to give him authority to grant a 
moratorium in payments until after the Economic Conference. The 
move is understood to be conditional only upon an agreement with the 
French to meet the payment of December 15th last, on which they de- 
faulted. This is being discussed in the conversations between the 
President and M. Herriot. It is understood that the President’s object 
is to remove possible international irritation in regard to debts which 
might jeopardise the success of the Economic Conference.” 

A speech made by Mr. MacDonald at a dinner of the Pilgrims in 
New York was broadcast throughout the country. He pleaded for 
harmony between the British and American peoples and for a joint 
effort to defeat the “ influences of disruption” in the world. He did 
not want alliances, and neither did America. An alliance was a bargain, 
and what use was a bargain except for hampering purposes “‘ when hearts 
are beating in harmony, when minds are looking to the same goal, and 
when the determination of the best is guiding the feet towards that goal.”’ 

The Senate passed the amendment to the proposal of the Administra- 
tion to authorise the President to remonetize silver at any ratio with gold 
which he deemed n e 

April 27th.—The Senate passed the clause in the inflation amendment 
authorising the President to reduce the gold content of the dollar. 

_ April 28th.—The Senate passed the Farm Relief Bill, including the 
inflation amendment, by 64 votes to 21. It also reaffirmed the silver 
war debt clause (by this $200 million might be paid in silver). 

M. Herriot left Washington for New York after a further conversation 
with the President. ‘A joint statement was issued expressing satisfaction 
that the two Governments were looking with like purpose at the main 
problems of the world and the objectives of the World Conference. The 
object and result of the conversations had been as complete an under- 
standing as possible between the two countries in regard to their common 
problems ; in particular, there had been studies of monetary problems 
and the different methods possible for a co-ordination of central bank 
policies, of remedies for unemployment and stagnation of business by 
programmes of public works to be carried on by the different Governments 
within their means; and of the effects of the depression of silver and the 
methods proposed to improve its status. 

_ A statement was also issued to the effect that the two statesmen had 
discussed the problem of inter-Governmental debts in a frank exchange 
of views, and that it was the hope of both that these conversations might 
be continued in Paris and Washington after M. Herriot had reported 
to his Government. 
= April 29th.—The Farm Relief Bill passed to a conference of both 

ouses. 


713 





36 


On Mr. Bennett’s departure on his return to Canada, a joint statement 
was issued to the effect that ‘‘ we have examined a series of proposals 
for a more effective employment of silver . .-. we have agreed to 
begin a search for means to increase the exchange of commodities between 
our two countries . . . it is recognised that as soon as is practicable 
an international monetary standard must be restored with arrangements 
insure a more satisfactory operation of international monetary relation- 
ship.” 

May tist.—The Senate passed the Bill for financing unemployment 
relief with a grant to States of $500 million. 

May 2nd.—The Under-Secretary of State intimated to the press that 
the Administration would not object to the inclusion of a clause permitting 
changes in tariffs to meet any depreciation of the dollar by countries 
acceding to the proposal for a tariff truce. This followed a statement 
to him by the French Ambassador that France would agree to the tariff 
truce provided such a clause were included. 

Signor Jung, the Italian Minister of Finance, arrived in Washington. 

May 3rd.—The House of Representatives passed the inflation amend- 
ment to the Farm Relief Bill by 307 votes to 86. Differences still 
remained to be adjusted, however, between the Senators’ and the Repre- 
sentatives’ versions of the agricultural sections of the Bill. 

The Administration announced that no gold would be exported to 
pay interest on U.S. Government bonds held abroad. 

May 4th.—The President sent a Message to Congress asking for the 
creation of a Federal Co-ordinator of Transportation, to be armed with 
wide powers over both the operations and the financial structure of 
the railways. - 

A Government Bill was introduced in the House of Representatives 
embodying the Administration’s railway policy. This directed the 
Federal Co-ordinator to divide the railways into three groups—Eastern, 
Southern and Western—each one to have a co-ordinating committee 
whose task it would be to bring about voluntary action by the railways 
so as to avoid unnecessary duplication of services and other forms of 
waste. 

In a speech before the Chamber of Commerce of the U.S.A., the 
President laid down three basic propositions as to economic policy. 
They were, (1) that wages should not be allowed to lag behind prices 
in any upward movement. (2) That steps should be taken to eliminate 
unfair competition in industry and all independent action likely to 
cause over-production, ‘and (3) that the interests of individual industrial 
units should be subjected to those of the nation. He asked employers 
both to refrain from further wage cuts, and, as far as possible, to increase 
wage scales in conformity with the rise of price levels. 

May 5th.—Dr. Schacht arrived in New York, and, in a broadcast 
statement, said there was more hope of overcoming the world crisis than 
when he had last visited America because President Roosevelt had taken 
the initiative. Americans had won the war, and it was now up to them 
to make the peace. The causes of the economic crisis were not economic, 
since the crisis was moral. There were two ways out. One was separa- 
tion of nations from one another, leading to lower standards of living ; 
the other was international co-operation for the opening of new markets. 

Mr. MacDonald’s broadcast statement re his visit. (See Great Britain.) 


714 





37 


M. Herrioc’s statement to the press. (See France.) 

The House of Representatives passed the Bill requiring the publication 
of details of securities, in order to protect investors from fraud. 

May 6th.—A joint statement was issued by the President and Signor 
Jung, asserting that a “truce in the field of tariffs and other obstacles 
to international trade is essential if the World Conference is to undertake 
its labours with any hope of success.” It also stated that they were 
agreed that (1) Political tranquillity was essential for economic stability 
and economic disarmament could only take place in a world in which 
military disarmament was possible. (2) A fixed measure of exchange 
values had to be re-established, which they believed should be gold. 
(3) The problem of raising prices and combating unemployment must be 
“attacked as aunit.”” (4) Governmental plans for public works would 
be most effective if ‘“‘ made part of a synchronised international pro- 
gramme.” (5) The central banks of the various countries should take 
concerted action to provide the requisite expansion of credit. 

The President received Dr. Schacht at the White House. 

May 7th.—In a broadcast address to the nation the President said 
the country was “‘ dying by inches ” when he took office, and he outlined 
the measures taken to meet the situation. Referring to the gold embargo, 
he said a situation had developed 3 weeks previously which resulted in a 
drain on the national supply by foreign countries, and in a threatened 
flight of American capital. He, therefore, ‘‘ decided not to let any gold 
now in the country get out of it. The Administration has the definite 
objective of raising commodity prices to such an extent that those who 
have borrowed money will, on the average, be able to repay that money 
in the same kind of dollar which they borrowed. We do not seek to let 
them get such a cheap dollar that they will be able to pay back a great 
deal less than they borrowed.” 

The powers given him by Congress would be used when, as, and if it 
might be necessary to accomplish this purpose. His conversations with 
foreign statesmen had, he said, brought unity of action for progress on 
disarmament and economic stability. 

May 8th.—The Senate approved a resolution urging the delegates to 

the World Economic Conference to work for an agreement to remonetize 
silver at a ratio of 16 to 1 with gold. It also passed the Bill regulating 
the sale of securities to the public. 
_ May oth.—The Secretary of State announced that War Debt nego- 
tiations would be carried on concurrently with the Economic Conference, 
but independently of its sessions. It had not yet been decided where 
they would take place. 

The Secretary for the Navy and the Director of the Budget were 
reported to have agreed that only $270 million should be spent on the 
Navy during 1933-34, although Congress had appropriated $309 million. 
One-third of the Fleet was to be placed on reduced commission, or 

rotating reserve.” 

The House of Representatives finally passed the Unemployment 
(Wagner Lewis) Bill, making grants totalling $500 million to States, and 
sent it to the President for signature. 


U.S.S.R. 


_ April 29th.—Two decrees were issued, one extending the system of 
internal passports to most of the cities and large towns throughout the 
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Union, and the other ordering the immediate purging of the entire party 
membership, so as to eliminate the “ inactive and unworthy.’’ It also, 
however, ordered a thorough re-examination of cases of expulsion under 
the December decree where these were believed to have been carried out 
too roughly, and used to settle personal quarrels. The passport system 
applied to the whole population of cities (with few exceptions) and of 
workers’ settlements, as well as State farms, machine and tractor stations, 
new industrial constructions, etc. A zone was established round Moscow, 
Leningrad and Kharkov for which no passports would be issued. 

April 30th.—The Government published the substance of corres- 
pondence exchanged between Soviet and Manchukuo railway officials of 
the C.E.R. from which it appeared that a Manchukuo director of the 
railway had denied that it belonged exclusively to the Soviet Union. 
The Soviet vice-chairman, in a letter dated April 28th, replied, referring 
to the Soviet ownership as “‘ an indisputable fact acknowledged by all 
documents,” and charged the Manchukuo Government with trying to 
undermine the entire structure of the treaties whereon the administration 
rested. 

May 2nd.—Trade returns for the first quarter of 1933 were published 
and showed that purchases from abroad dropped by 54 per cent. as 
compared with January-March, 1932, while sales to foreign countries 
dropped 23 per cent. The Trade with Great Britain dropped by 78 
per cent. as regards purchases, and by 39 per cent. in respect of sales 
to England. 

May 5th.—Ratifications were exchanged in Moscow of the Protocol 
signed on June 24th, 1931, prolonging the Treaty of Neutrality of April 
24th, 1926 (the Berlin Treaty), and the Conciliation Convention signed 
on January 25th, 1929, with Germany. (The Protocol of 1931 added a 
provision to the Berlin Treaty whereby it could be denounced with a 
year’s notice any time after July, 1933.) 

May 6th.—Signature of Agreements in Rome. (See Italy.) 

May 8th.—Report re offer to sell C.E. Railway. (See Japan.) 


Yugo-slavia. 

April 29th.—Dr. Matchek, the leader of the Croat Peasant Party, 
was sentenced to 3 years’ imprisonment by the Extraordinary Court 
for the Defence of the State at Belgrade, for propaganda for the severance 
of a part of the State. 
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Wightman & Co., 
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* League of Nations or International Labour Office. 
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